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CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF HEALTH STATISTICS 
615-741-1954 

 
DATE: November 30, 2012 
  
APPLICANT: Chattanooga-Hamilton County Hospital Authority 
 d/b/a Erlanger Bledsoe Hospital 
 16931 Rankin Avenue 
 Dunlap. Tennessee 37327 
  
CON# CN 1209-044 
  
CONTACT PERSON: Joseph M. Winick, Senior 
 President, Planning and Business Development 
 Erlanger Health System 
 975 East 3rd Street 
 Chattanooga, Tennessee 37403 
  
COST: $1,816,347 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Health Statistics, reviewed this certificate 
of need application for financial impact, TennCare participation, compliance with Tennessee’s 
Health:  Guidelines for Growth, 2000 Edition, and verified certain data.  Additional clarification or 
comment relative to the application is provided, as applicable, under the heading “Note to Agency 
Members.” 
 
SUMMARY: 
The applicant, Chattanooga-Hamilton County Hospital Authority d/b/a Erlanger Satellite Emergency 
Department, located in Dunlap (Sequatchie County), Tennessee, seeks Certificate of Need (CON) 
approval for the initiation and operation of a Satellite Emergency Department.  The facility will be 
located at 16931 Rankin Avenue in Dunlap, Tennessee.  No other health care services will be 
initiated or discontinued. 
 
The development of the satellite ED is being developed in collaboration with Sequatchie County 
Government, which owns and operates the EMS service that serves Sequatchie County from the 
same location and building proposed for the satellite emergency department.  The site includes an 
existing heli-pad that will be utilized by Erlanger’s LifeForce air ambulance service.  The building 
contains approximately 10,650 square feet of space and will be leased from Sequatchie County for 
$1 per year for a term of 10 years.  Sequatchie County has secured a grant to purchase $500,000 
in medical equipment that will be included in the $1 per year lease.  The book value of the building 
is $767,489.70.  This yields a value of $50.14 per square foot as there is a total of 15,307 square 
feet.  Erlanger Bledsoe Hospital will occupy approximately 10,650 square feet. 
 
The facility has approximately 1,100 SF of patient triage, exam rooms, and treatment spaces, 
including a trauma room and orthopedic room.  There is a separate ambulance space with a 
decontamination room.  There is approximately 500 SF of waiting room to accommodate about 50 
occupants.  Other required spaces such as nursing work and communication station, patient toilets, 
soiled utility room, clean work room, storage, staff lounge, and toilet, as well as environmental 
services, are all provided. 
 
There is a 400 SF radiology suite, which requires the addition and installation of x-ray imaging and 
processing equipment to become functional.  There is also 410 SF of laboratory space. 
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The equipment the applicant intends to purchase includes a defibrillator; physiological monitor#1 
and #2; stand alone ETCO2; 2 vital signs monitor; 2 infusion pumps; EKG machine; patient 
warmer/cooler; and slit lamp.  The equipment the applicant intends to purchase with grant money 
includes monitoring equipment; EMS connectivity; decontamination unit; security system; crash 
carts, glucose meters, wall and portable suction equipment; imaging system connectivity; and a 
Kronos clock with installation.  The applicant will also lease a CT scanner for 5 years valued at 
$1,129,776. 
 
Erlanger Health System is owned by Chattanooga-Hamilton County Hospital Authority.  Erlanger 
Health System is a single legal entity and Erlanger Bledsoe Hospital is an administrative unit of 
Erlanger Health System. 
 
The total estimated project cost is $1,816,347 and will be funded through cash reserves as stated 
in a letter from the Chief Financial Officer of Erlanger Health System included in the application. 
 

GENERAL CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s Health: Guidelines for Growth, 2000 Edition. 
 
NEED: 
The applicant’s service area is Sequatchie County.  The projected population is illustrated in the 
charts below. 
 

Service Area Total Population Projections for 2012 and 2016 
County 2012 Population 2016 Population % Increase/ 

(Decrease) 
Sequatchie 14,042 14,701 4.7% 

                       Source: Tennessee Population Projections 2000-2020, February 2008 Revision, Tennessee 
                                   Department of Health, Division of Health Statistics 
 

Service Area Total Population Projections for Age 65 and Older for 2012 and 2016 
County 2012 Population 2016 Population % Increase/ 

(Decrease) 
Sequatchie 2,144 2,463 14.9% 

                       Source: Tennessee Population Projections 2000-2020, February 2008 Revision, Tennessee 
                                   Department of Health, Division of Health Statistics 
 
 
A CON was granted in September 1993 for a free standing satellite emergency department to be 
located in Dunlap, Tennessee and in October 1994 approval was granted to South Pittsburg 
Medical Center to occupy the facility. 
 
The satellite emergency department was operated by Grandview Medical Center, formerly South 
Pittsburg Medical Center, until August 2010, at which time it was effectively downgraded to an 
urgent care center.  In February 2012, Grandview Medical Center no longer operated the center 
due to financial losses.  The applicant notes that Grandview Medical Center operated the satellite 
emergency department on the basis of prospective reimbursement from Medicare and government 
payers. 
 
Erlanger Bledsoe Hospital, located in Bledsoe County, a CMS designated Critical Access Hospital, 
seeks approval to develop a satellite emergency department in the same location and facility 
previously occupied by Grandview Medical Center.  Dunlap, Tennessee is located approximately 22 
miles from Erlanger Bledsoe Hospital.  The plans for the satellite emergency hospital are being 
developed in collaboration with Sequatchie County Government.  The satellite ED will be a Class A 
facility, as per CMS guidelines and will be affiliated with Erlanger Bledsoe Hospital which is a Level 
I trauma center. 
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For Sequatchie County residents, the need for emergency medical services is clear.  The county 
ranks near the bottom of the list in health rankings of the 95 counties in Tennessee.  The 
premature death rate, the rate which people die before the age of 75, is at 11,234 per 100,000 for 
Sequatchie County.  This is more than double the U.S. rate of 5,496 per 100,000 and nearly 25% 
higher than the overall Tennessee rate of 9,093 per 100,000.  Neighboring Bledsoe County, which 
has a population similar in size to Sequatchie County, is ranked near the top healthiest one third 
counties in the state on premature deaths.  Ironically, the population of Bledsoe County has a 
lower socioeconomic status and is not as well educated as those residents in Sequatchie County.  
The key difference between the two is the residents of Bledsoe County have proximal access to full 
service emergency medical care at Erlanger Bledsoe Hospital, and Sequatchie does not. 
 
Providing needed emergency medical care to a population of approximately 15,000 people is 
challenging when one factors the cost, inclusive of facilities, the manpower, and the essential 
equipment. 
 
CMS recognizes the difficulty in the same way it recognizes rural health clinics, federally qualified 
health centers, and critical care access hospitals.  Special rules and regulations allow providers to 
be reimbursed on a cost basis, as there is no way to provide essential services following regular 
reimbursement methods to target population without experiencing substantial losses.  Grandview 
Medical Center was unable to sustain the ED due to financial losses.  Erlanger Medical Center has 
sought and received CMS authorization to develop the proposed ED as a satellite to ensure they 
will be economically sustainable on the cost based reimbursement methodology.  Working with 
Sequatchie County Government is also vital in helping to ensure that the population will have 
access to needed emergency services. 
 
TENNCARE/MEDICARE ACCESS: 
The applicant is Medicare/Medicaid certified and has contracts with BlueCare, TennCare Select, 
United Healthcare Community Plan, and AmeriGroup Community Care MCO plans. 
 
The following chart illustrates the number of TennCare enrollees in the applicant’s service area. 
 

TennCare Enrollees in the Proposed Service Area 
County 2012 

Population 
TennCare 
Enrollees 

% of Total 
Population 

Sequatchie 14,042 3,589 25.6% 
Source: Tennessee Population Projections 2000-2020, February 2008 Revision Tennessee Department of Health,       

Division of Health Statistics and Tennessee TennCare Management Information System, Recipient  
Enrollment, Bureau of TennCare,  

 
The applicant projects year one Medicaid revenues of $4,821,049 or 23.6% of total gross revenues 
and Medicare revenues of $8,193,228 or 40.1% of total gross revenues. 
 
ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
In the Project Costs Chart located in Supplemental 3, the applicant’s total estimated project cost is 
$1,816,347, which includes $85,000 for construction costs; $63,503 for moveable equipment; 
$533,991 for the building; $1,129,776 for equipment; and $4,077 for CON filing fees. 
 
In the Historical Data Chart, the applicant reports 10,355, 9,406, and 14,21 adjusted patient days 
in 2009, 2010, and 2011 with gross operating revenues of $15,314,149, $15,133,235, and 
$19,123,768 each year, respectively.  Contractual adjustments, provisions for charity care and bad 
debt reduced net operating revenue to $6,827,981, $6,067,475, and $8,470,301 in each respective 
year.  The applicant reports a net operating (loss) of ($1,023,694), ($1,903,054), and ($16,085) 
each year, respectively. 
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In the Projected Data Chart located in Supplemental 3, the applicant projects 5,000 ED visits in 
year one and 5,250 ED visits in year two with gross operating revenues of $7,680,000 and 
$8,463,168 each year, respectively.  .  Contractual adjustments, provisions for charity care and bad 
debt reduced net operating revenue to $1,778,183, and $1,893,402 each year.  The applicant 
projects a net operating (loss) of ($575,068), and ($573,635) each year, respectively. 
 
The applicant’s average charges per patient amounts are as follows: 
 

• Average Gross Charge-$1,536 
• Average deduction from Revenue for Medicare-$1,185 
• Average deduction for TennCare/Medicaid-$1,188 
• Average deduction for private pay-$907 
 
Average Net Revenue 
• Medicare-$351 
• TennCare/Medicaid-348 
• Private Pay-$629 

 
The applicant provides a comparison of their charges by THA service line.  It is included in the 
application. 
 
The evaluation of the alternatives was as follows: 

1) Establish a satellite ED as a provider based extension of Erlanger Medical Center; 
2) Establish a satellite ED as a provider as a provider based extension of Erlanger Bledsoe    

Hospital; 
3) Establish a provider based rural health clinic operated as a department of Erlanger         

Bledsoe Hospital. 
 
Upon careful evaluation of all options, the only viable option for provision of emergency services to 
Sequatchie County was to establish a satellite ED as a provider based extension of Erlanger 
Bledsoe Hospital due to the cost based reimbursement for critical care access hospitals. 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
Erlanger Bledsoe Hospital and the proposed emergency satellite are part of an existing health 
system and will enhance Erlanger Health System’s ability to integrate its services with the regional 
service area as the safety net provider, trauma center and the region’s only academic medical 
center.  More than 90 hospitals and other providers in the four state area currently refer patients 
to Erlanger because of the depth and breadth of its programs and services.  By providing these 
services regardless of a patient’s ability to pay, the regional healthcare delivery system is positively 
impacted by the services envisioned in this CON application. 
 
The applicant current has transfer agreement with Erlanger Medical Center, Erlanger North 
Hospital, T. C. Thompson Children’s Hospital, and Erlanger East Hospital. 
 
The effect of this proposal will be positive for the health care system because it will deliver the 
most appropriate level of care for those who are in need of essential emergency services 
regardless of the ability to pay. 
 
The applicant’s anticipated staffing pattern is 1.0 FTE emergency department manager, 4.6 FTE 
registered nurses, 3.0 FTE medical technologists, 0.2 FTE pharmacy technician, 3.0 FTE radiologic 
technicians, 2.3 FTE admission clerks, 1.5 FTE housekeepers, and 0.5 FTE maintenance 
technicians.  The medical staffing plan also is to have 1.0 physician on site during each shift. 
 
Erlanger Health System, as the region’s only academic medical center, has established strong long 
term relationships with the region’s colleges, universities, and clinical programs.  Erlanger provides 
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clinical sites for internships and rotation programs in nursing, radiology, respiratory, pharmacy, and 
surgery technology, to name a few. 
 
Further, affiliation with the University of Tennessee, College of Medicine includes training of senior 
medical students on clinical rotation as well as graduate medical education for training of residents 
and advanced fellowships in various specialties. 
 
The applicant is licensed by the Tennessee Department of Health, Board for Licensing Healthcare 
Facilities and accredited by The Joint Commission.  The most recent survey occurred on 
11/09/2011.  Deficiencies were noted in equipment and supplies, record systems, restraints and 
NFPA, and life safety codes. 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s Health: Guidelines for Growth, 2000 Edition. 
 

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT 
OF 

HEALTH CARE INSTITUTIONS 
 
1. Any project that includes the addition of beds, services, or medical equipment will be 

reviewed under the standards for those specific activities. 
 
 This criterion is not applicable. 
 
2. For relocation or replacement of an existing licensed health care institution: 
 
 a. The applicant should provide plans which include costs for both renovation and 

relocation, demonstrating the strengths and weaknesses of each alternative. 
 
 b. The applicant should demonstrate that there is an acceptable existing or projected 

future demand for the proposed project. 
 
  These criteria are not applicable. 
 
3. For renovation or expansions of an existing licensed health care institution: 
 
 a. The applicant should demonstrate that there is an acceptable existing demand for the 

proposed project. 
 
  The applicant provides a table illustrating the combined total of ED visits and urgent 

care center visits for Sequatchie County on page 27 of the application.  The combined 
total is estimated to be 16,356 in CY2017.  The applicant has only estimated 5,000 
visits in year one and 5,250 visits in year two of the project, which is well below the 
estimated total number of visits for the service area.  The applicant has conservatively 
estimated the initial volume but expects utilization to increase over time. 

 
 b. The applicant should demonstrate that the existing physical plant’s condition warrants 

major renovation or expansion. 
 

The above criterion is not applicable.  However, the applicant notes the facility was 
previously approved, licensed, and operated as a free-standing emergency department. 
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